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SUMMARY 


Widespread drought during the first half of 1977 destroyed many 
crops, caused considerable hardship, and reduced real growth 
to about 1-1/2%. Light industrial output declined in March and 
April when the drought caused electric power shortages. An 
international relief effort is assisting drought victims; summer/fall 
rains were excellent; and fall/winter harvests should be excellent. 
The economy is recovering and should grow by about 4 to 4-1/2% 
in FY 1978. Haiti's agricultural sector is not capable of feeding 
the population; the light industrial sector is growing slowly; 
and the rapidly growing foreign assistance sector remains the 
main economic stimulus. Foreign assistance was worth about 
8% of the approximately $1 billion GNP in FY 1977. 


Haiti's balance of trade deficit increased to $101 miilion in FY 1977. 
The balance of payments remained in surplus ($11 million) because 
transfers by Haitians living overseas increased sharply to more 
than $80 million and foreign assistance disbursements for public 
sector investment increased to $59 million. The FY 1978 budget 
of $137 million is 29% larger than the FY 1977 budget. The budget 
remains a poor indicator of government finances as more than 


50% of fiscal activity is extrabudgetary. Total government 
expenditures in FY 1978 are expected to amount to $225 million. 
Domestic inflation amounted to about 16% in FY 1976, dropped to 

9% in FY 1977 and should remain at about the same level in FY 1978. 


Light manufacturing continues to out-perform other sectors 
of the economy and remains the best prospect for foreign investment. 
The minimum wage,raised to $1,60 per day on October 22, 1977, 
remains the lowest in the Caribbean. The U.S. share of the Haitian 
import market remains about 50% and is not expected to vary 
greatly in the next two years. 
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HAITI - KEY ECONOMIC INDICATORS 


(All values in U.S. $ million for 
End of Fiscal Year on September 30) 


Exchange Rate U.S, $1.00 = 5 gourdes 


Prelim. 


1975 1976 


E 


76/77 


INCOME, PRODUCTION EMPLOY MENT 
GNP at Current Prices 865.1 969 1047 8% 1131 
GNP at Constant 1955 Prices 381.9 393 397 1% 409 
Per Capita GNP at Current Prices 2 173.02 193.8 213.18 10% 236.62 
Real Per Capita GNP - 1955 Prices 73.3 78.6 79.4 1% 81.8 
Minimum Wage per Day 1.30 1.30 1.30 23% 1.60 


MONEY AND PRICES 
M1 74.08 78.6 5% 
M2 160.1 190 18.7% 
Retail Price Indices 1955 = 100 190.1 207.2 9% 
Central Government Budget 80.8 106 22% 


BALANCE OF PAYMENTS AND TRADE 
Exports 80.28 111.88 143.16 27.9% 168.6 
Imports 122.14 158.64 244.76 54.2% 252.8 
Trade Balance -41.86 -46.78 -101.6 -117% -84,2 
Travel, Services and Transfers 14.88 33.3 41.56 24.8% 42.7 
Capital Account 2.28 30.1 71.6 137.87% 62.2 
Net Change in Reserves -24.16 +18.72 +11.56 --- +10.3 


TRADE WITH THE UNITED STATES 
Exports to U.S. 3 46 
Imports from U.S, 3 60 


1. GOH claims a real growth rate of 6% for 1976. 
2. Population estimated at 5 million. 
3. Trade data is unreliable. 


Source: CONADEP 
B.N.R.H. 
Institute of Statistics 





CURRENT ECONOMIC SITUATION AND TRENDS 


Haiti is the poorest country in the hemisphere and one of the poorest 
on earth. It has an area of 10,741 square miles, of which less than 
one-third is arable. It is overpopulated, with more than five million 
inhabitants or about 466 per square mile. There are about 2,300 miles 
of roads, of which, less than 600 miles are paved. Capital is limited. 
There are a few medium-sized plants, including a cement plant, a flour 
mill, a small electric steel mill, and one large sugar refinery. There 
are numerous small plants producing consumer items and about 180 
small plants assembling products for export. Total electric generating 
capacity is about 90 MW, but service is unreliable. Port-au-Prince 
and some of the provincial cities have electricity but most of the 
country is not electrified. The telecommunications network is limited 
and unreliable. All but 500 of the 15,500 telephone lines are in the 
Port-au-Prince area. 


Sanitation and health are major problems, particularly in rural areas. 
The infant mortality rate is among the highest in the world. The overall 
death rate is high and keeps population growth down to a little less than 
2% per year. Hospitals are rudimentary and, with few exceptions, found 
only in urban areas. Unemployment and underemployment are major 
problems. Less than 20% of the population is literate mainly because 
there are few schools in rural areas. Technical and mechanical skills 
are scarce. 


Agriculture is responsible for about 45% of domestic product and 
employs about 80% of the population. The limited fertile areas are 
heavily overpopulated and farming in other areas is of a subsistence 
nature. Farming techniques are primitive, farm plots are submarginal 
(about 3 acres), transport is limited, and productivity very low. The 
average yield per acre is about $60 per year. Wood charcoal is the 
only fuel available to most people for cooking. The charcoal industry 
is deforesting the country at an increasing rate; today less than 9% 
of the total area is forested. Attempts to cultivate steep mountainsides 
add to the degradation of the environment. Population pressure has 
caused a continuing shift from exportable cash crops such as coffee, 
sisal, sugar, and cocoa to subsistence crops such as corn, sorghum, 
millet, and beans. 


Coffee is the most important crop in Haiti. It is the major source of 
income for about 1.5 million people and provides about one-third of the 
country's export income. Nevertheless, exports are declining over the 





long term. Exports from the 1976-1977 harvest dropped from 450, 000 
bags to about 270, 000 bags. 


Sugar cane is the second most important cash crop, but production 
has been steadily declining. Haiti is now a net importer and probably 
will not soon resume exports. About 10% of Haiti's arable land is in 
sugar, but only about one-fourth produces cane for centrifugal processing. 
Three-fourths of the cane is processed in artisanal mills and consumed 
in rural areas. The steady production decline is caused by a growing 
salinity problem in the Cul de Sac basin, lack of technology, declining 
rainfall, farmers shifting from cane to food crops, and arbitrary 
pricing policy for cane. Excellent summer and fall rains in 1977 
suggest that production will increase next year. Essential oil exports 
continue to increase and are expected to be worth about $8.2 million 
in 1977. A program to improve farm-to-market roads should stimulate 
production increases. Sustained growth will be dependent on significant 
modernization of the processing plants. 


Haiti's sisal industry continues to suffer from competition by 
subsidized production in Mexico, Brazil, and East Africa. There 
is plenty of sisal acreage, but prices remain low and the industry is 
not profitable. Producers are turning to other crops and production 
continues to decline. Beef exports to the United States remain steady 


and will amount to about 2 million pounds in 1977. Little growth is 
foreseen as access to United States markets is controlled and exports 
are limited to beef surplus to local market requirements. 


Rice is a staple of the Haitian diet, but the country is far from 
self-sufficient. Imports increased from about 270 tons in 1972 to 
about 50,000 tons in 1977. Better farming techniques, improved 
strains of rice, modernized irrigation systems, and some mechanization 
could increase domestic production, but more imports are forecast 
for the next few years. Haiti produces no wheat and imports amount 
to about 115,000 tons. Corn, millet, beans, and sorghum are the 
stable crops of subsistence farmers. They are grown on steep mountainsides, 
cultivation is primitive, seeds are poor, and yields are low. Wide- 
spread drought in the first half of 1977 wiped out these crops and caused 
extensive suffering. The gap between total grain production and 
minimum nutrition needs exceeds 200,000 tons...and is growing. 


The only mining activity in Haiti is the Reynolds Haitian bauxite 
mine at Miragoane, 60 miles west of Port-au-Prince, Production and 
exports amount to about 650, 000 tons per year and should continue at 
that level for several years. In early 1977, an American owned firm 





drilled three oil wells in Haiti's territorial waters. All were dry 
holes. A Venezuelan firm has a concession in the Central Plateau 
and is completing its preliminary surveys. Prospects for oil are not 
bright. Kennecott has a minerals concession in North Haiti and is 
doing detailed survey work hoping to find commercially exploitable 
copper reserves. 


The light manufacturing and construction industries are the only 
dynamic sectors of Haiti's economy. Manufacturing now accounts for 
about 13% of domestic production and has been growing by 8% per year 
since 1971. Some production is consumed in Haiti, but most is exported. 
Most of the 180 plants processing and assembling imported components 
for export are owned by Haitians, although there are a few American 
owned firms. Production ranges from baseballs, belts, textile products 
and stuffed toys to electric motors, connectors, electronic components 
and furniture. Continued steady growth is expected. The minimum wage 
was raised from $1.30 to $1.60 per day on October 22, 1977, but 
remains the lowest in the area. Fringes and other benefits bring real 
average wage costs to about $2.40 per day. The construction industry 
has been growing rapidly since 1971 and continued growth is foreseen. 
Infrastructure projects financed by foreign assistance donors have been 
the main stimulus. Housing and factory construction is another important 
factor. Haiti has a large cement plant and its capacity of 280,000 
short tons per year should be adequate for several years. Most 
building materials including wood products are imported. 


Lack of transportation has been holding back development for years, 
although external donors now are financing a major construction effort. 
New paved roads to Cap Haitien in the north and Jacmel in the south 
were completed in late 1976. Construction of a paved road along the 
southern peninsula from Port-au-Prince to Les Cayes should be completed 
in 1978. There are plans for a road down the Artibonite Valley. The 
U.S. Agency for International Development is financing the construction 
of several hundred kilometers of farm-to-market roads. The only 
railroad is a narrow gauge line in Port-au-Prince owned by the sugar 
company. Port facilities at Port-au-Prince are being improved 
and capacity should be significantly greater when the program is 
completed in 1978. Despite a long coastline and suitable harbors, 
coastal shipping remains inadequate. Port facilities are limited and 
deteriorating. Most coastal shipping is carried on sailboats with crudely 
planked hulls about 35 feet long. Domestic air transport is limited, 
but adequate. Cap Haitien and Port-au-Prince are the only two 
international airports. There is little commercial traffic at the former. 


The Haitian fiscal system consists of three elements. The budgeted 
sector, the extrabudgetary sector, and foreign assistance. Budgeted 





Haitian resources increased from $106 million in FY 1977 to $137 
million in FY 1978. Unbudgeted receipts amounted to $60 million 

in FY 1977 and are projected at $69 million in FY 1978. Extrabudgetary 
expenditures amounted to $132 million in FY 1977 and are expected to 
decrease to $124 million in FY 1978. The central government deficit 
increased sharply in FY 1977 to about $50 million. The deficit is 
expected to decrease to about $35-40 million in FY 1978. The extra- 
budgetary fiscal activity is managed through a system of 380 accounts 
at the National Bank. There is some mixing of budgeted and unbudgeted 
fiscal activity as well as considerable secrecy in the management of 
some of the special accounts. This makes fiscal analysis a difficult 
task, 


Monetary policy remains tight and the net assets of the banking 
system increased by 15% in FY 1977 compared with 17% in FY 1976. 
The increase in FY 1978 is expected to be about 10%. Similarly bank 
authorities have been conservative in foreign debt management and the 
trend is expected to continue. Most external debt is concessional. 
Interest rates at commercial banks are high, ranging from 11-15% 
for preferred risks. 


Haiti's favorable balance of payments performance in FY 1976 
(18.7 million surplus) and FY 1977 ($11.5 million surplus) conceals 


a chronic trade deficit. Imports exceeded exports by $46.78 million 

in FY 1976 and by $101.6 million in FY 1977. To some extent Haiti's 
growing trade deficit is related to import demand generated by external 
assistance programs and is self-financing. However, there is a funda- 
mental structural problem - Haitian agriculture is increasingly unable 
to feed the growing population and the government has been forced to 
import increasing quantities of basic foods to prevent widespread 
suffering. Continued growth of food imports is expected. Offsetting 
the trade deficit, capital account inflows and transfers from Haitians 
living overseas continued to increase in 1977. Foreign financed public 
sector investment increased from $26.14 million in FY 1976 to about 
$59 million in 1977 while transfers from Haitians living abroad increased 
from $65.08 million to about $87 million in 1977. Coffee is the only 
significant agricultural export and has accounted for about one-third 

of Haiti's exports ($43 million in FY 1976 and $43 million in FY 1977) 
in recent years. Bauxite exports earned about $18 million per year in 
1976 and 1977. 


Haitian price indexes are unreliable but direct observation supports 
the theory that domestic inflation continued to decline in 1977. The 
rate approached 19% in 1975, dropped to 16% in 1976, and again to about 
9% in 1977. Retail prices climbed sharply in the first half of 1977 





as wide spread drought devastated crops causing serious shortages 
in local markets. Prices dropped in the second half when government 
imports and relief efforts arrived. 


IMPLICATIONS FOR THE UNITED STATES 


Trade U.S. exporters usually supply about 50% of Haiti's imports. 
Haiti's proximity to the U.S., Haitian familiarity with U.S. 
products and established distribution channels are the main factors. 
Concessional financing of food exports under PL 480 will continue to 
be an important factor. The limited budget resources of the Haitian 
government limit possibilities for direct sales of U.S. goods to the 
Government. The Government has no central purchasing agency 
and most normal purchases are made by the government ministry 
concerned. Purchases are usually made directly from suppliers or 
their agents, although competitive bids usually are solicited for larger 
purchases. Equipment required for the larger, international projects 
financed by external donors are almost always obtained after seeking 
competitive proposals. The best prospects for increased U.S. 
exports to Haiti in 1978 will be food, building supplies and construction 
equipment. 


Investment Possibilities Opportunities for profitable investment in 
Haiti are limited by the general lack of 

infrastructure, services and resources. American businessmen 

cite electric shortages, unreliable telecommunications, and lack of 

government services as the major impediments. There is some 

improvement in public administration and the institutional framework, 

but Haiti still has a difficult business climate. 


Investment opportunities in agriculture are limited by the restrictive 
provisions of the land law and acute population pressure on land resources. 
The supply of low cost labor (minimum wage is $1.60 per day) will 
continue to give Haiti a comparative advantage in the light manufacturing 
and assembly industries. Good air and sea transport to the U.S. 
markets add to this advantage. With the exception of the textile industry, 
prospects for continued expansion of and investment in the assembly 
industries appear good. Access to the U.S. market for textile products 
is limited and controlled by a bilateral agreement between the United 
States and Haiti. Electronic component assembly, manufacture of 
special furniture products, and other labor-intensive assembly will 
remain the best investment prospects. 


While the Haitian Government is generally receptive to foreign 
investment, it examines larger investment proposals carefully in light 





of national interest. Some U.S. investors have had problems in 

Haiti, usually when relying too much on fine interpretation of contracts. 
Commercial disputes generally are not referred to courts or formal 
arbitration. There have been no expropriations of physical assets 

or of going concerns; private investment in the assembly industries 

has generally been free to operate under Haiti's legislation which 
provides limited five-year investment incentives. Insurance for U.S. 
owned investments in Haiti is available from the Overseas Private 
Investment Corporation, an agency of the U.S, Government. 


Foreign Development Assistance Increased Haiti's economic prospects 
are improving by virtue 
of major increases in foreign economic aid from multilateral and bilateral 
sources. External assistance amounted to about $75 million in FY 1977. 
Multilateral aid donors to Haiti include the World Bank, the United Nations 
Development Program, the Inter-American Development Bank, and the 
Organization of American States. Bilateral donors include the United 
States, France, West Germany, the Republic of China, Canada, and 
Israel. Development programs carried out with the assistance of both 
multilateral and bilateral donors span a wide variety of fields, including 
agriculture, education, public health, transport, and energy. 


The program of the U.S. Agency for International Development is 
concentrating on agricultural development and on raising the level of 
public health and nutrition among Haiti's rural poor. 


Increased foreign assistance as outlined above should gradually 
provide an improved setting for private U.S. participation in Haiti's 
economic development. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








LOOKING FOR A GOOD 


e 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual! subscription for 12 issues of the 
FMR index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





Printing and publishing 
developments were 
easy to follow. 


But today, you need 
PRINTING AND 


PUBLISHING 


to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $3 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Commerce. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 (] Remittance Enclosed 
at $3.00. Add $.75 for foreign mailing. No additional postage is required for mailing (Make checks payable 
within the United States or its possessions. to Superintendent of 
Send Subscription to: ania 
oO Charge to my Deposit 
Account No. 


PLEASE PRINT 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 





